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ECONOMIC GROWTH AND AGRICULTURE
By
THEODORE W. SCHULTZ
New York: McGraw-Hill, Pp. 306
Price unknown
This volume is a compendium of some of Professor Schultz's
papers, comments on other papers, and a book review, published for
the most part between 1962 and 1967. Professor Schultz presents us
with a thoughtful book in a style reminiscent of the classical English
treatises in political economy. In this style policy viewpoints were
argued with example and fact, and theoretical trappings were kept
to a minimum. Many University of Chicago and other graduate students will most certainly find dissertation topics in this book. The
book covers diverse topics from the population explosion and family
planning to the search for a "Missing Link in [Economic] Growth
Theory." Yet it is much to Schultz's credit that a common thread of
thought and consistency continues throughout.
The dominant argument is that United States domestic farm policies, including international disposal arrangements and internal
farm policies in less developed countries, have been misguided.
Schultz believes that agriculture has, for the most part, not been
given its proper role in aiding development. He believes that this
sector can make a distinct contribution beyond reducing hunger. For
the United States, he argues that other policies will accomplish the
task of making transfer payments to the farm sector with greater
efficiency and equity than current farm policies of price and acreage
controls coupled with surplus disposal.
Throughout the volume is the Marshallian idea that "knowledge
is the most powerful engine of production." Schultz amasses impressive evidence on rates of return to agricultural research and schooling for the United States and Mexico that is indicative of a wide
discrepancy between "optimal" and existing levels of investment in
these two activities. For example, estimated rates of return for
agricultural research investments exceeded 250 per cent for Mexico
rind the United States. Such high estimated rates are suggestive of
significant under-investment in agricultural research. Schultz's work
on the importance of complemental investments to encourage development in physical capital, agricultural research, and human beings
hopefully will have some impact on the advocates of growth through
"industrialization."
A forceful argument is presented on the causes of retardation
within the agricultural sector of the less developed countries of Latin
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America. Schultz believes that the lack of economic incentives induced by governmental farm price suppression, lack of competitive
farm input prices, and priorities given to industrialization, are the
principal reasons for agricultural backwardness in the less developed
countries. He indicates three remedies: an efficient system of pricing
within the agriculture sector, a need for supplies of "high payoff agricultural inputs," and the development of sources of supply for these
inputs. Schultz also analyzes the Public Law 480 surplus disposal
program and concludes that it has depressed agricultural prices in
the recipient countries, while simultaneously offering only temporary
and incomplete resolution of United States farm problems.
Many of the policy arguments advanced by Schultz depend on the
assumption that farmers in less developed countries will respond
positively to economic incentives if given the chance. Even if one
accepts this assumption, a return to prices that induce incentives may
not be the most advisable policy choice. Other incentive schemes
within the agricultural sector such as payments for production efficiency, could be implemented. Higher internal agricultural prices in
less developed countries with resulting farm incentives may mean a
reduction in or removal of other schemes. The questions of how
much growth in per capita income is given up by efficient agricultural
prices and how much growth is gained through accelerating motivations in the agricultural sector, must be asked.
Schultz is not overly concerned about the possibility of an international food crisis brought about by population growth exceeding
growth in food production. He denies the validity of extrapolating
past population growth, especially with the possibility of extensive
family planning programs in the future. Also, he indicates that rapid
growth in food demand in the recent past was not only due to population growth, but also to rising per capita income. As per capita income in the less developed countries increases, however, a decreasing
proportion of income spent for food is expected. New techniques in
birth control and the non-restrictiveness of agricultural supply relative to other needs in less developed areas are additional reasons
which Schultz cites for doubting the probability of a Malthusian
crisis.
I recommend this volume to those interested in current farm policy
problems in the United States and Latin America. Those desiring insight into the problems of alleviating rural poverty would profit
from the book. I also recommend it to those interested in the underlying reasons for some of President Nixon's platform statements
on foreign economic aid.
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